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INTRODUCTION 
Telematics, though an already well-developed market as of today, is bound for 

major changes over the next few years due to the development of vehicle-related 

IoT and more in particular the so-called autonomous vehicles. Telematics, 

according to its Wikipedia definition is “an interdisciplinary field that 

encompasses telecommunications, vehicular technologies, road transportation, 

road safety, electrical engineering (sensors, instrumentation, wireless 

communications, etc.), and computer	  science (multimedia, Internet, etc.)”. All of 

these elements have been undergoing massive disruption due to the development 

of autonomous vehicles by new, disruptive players in the industry.   

 

 

HISTORICAL DEVELOPMENT OF TELEMATICS  

Telematics in vehicles started taking off in large volumes in the 90s when GPS 

receivers and wireless networks have enabled the large-scale development of the 

systems (H/W and S/W) which underlie it. Previously, connectivity was provided 

by satellite networks that practically made telematics services suitable only for 

heavy vehicles with trailers to monitor. 

When information from other sensors such as accelerometers or from other 

sources (e.g. state of traffic) has been added to the telematics box, additional 

services have been added over time to reach the whole range of services we are 

accustomed to today.  

 

As of today, we can list 3 “historical” segments of telematics applications: 

 

1. Safety. In this category there are all of the applications that help drivers 

in case of accidents or danger. For instance, the automatic signaling of 

an accident and the call for rescue, eCall, or the update to the proposed 
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route based of accidents or hazards are part of this segment of 

telematics services.  

 

2. Vehicle and fleet management. In this category, there are applications 

that are not safety critical but that support vehicle and fleet 

management. So, to begin with, anti-theft systems linked to vehicle 

positioning. Also, in this category fall all of the systems linked to 

measuring driving style in terms of harsh cornering, fast acceleration 

and hard breaking leading to accelerated tire and engine wearing, 

excessive fuel consumption and vehicle mishandling. Moreover, part of 

this segment of telematics is also monitoring of vehicles and fleet, e.g. 

where vehicles are driven, at what times of the day, on what routes, on 

what days of the weeks.  

Building on all of this data, other applications have arisen. For instance, 

predictive maintenance based on historical usage is one. Also, Pay As 

You drive (PAYD) insurance has been introduced based on the 

possibility to know in real time how, when and where a vehicle is 

driven. When additional layers of information (e.g. traffic information) 

are super-imposed to the other data available, additional services are 

made possible, such as calculating estimated time of arrival, real time 

fuel consumption or CO2 emission.   

 

3. Infotainment. Applications in this category are related to information 

and entertainment linked to vehicle positioning such as places to stop 

to visit, gas stations or other forms of passenger entertainment.   

       

 

CURRENT MARKET STRUCTURE 

Hitherto, the market over the last 10-15 years has been created and developed by 

“pure players” each around its own proprietary H/W+S/W solution. Such products 

have been sold as after-sale solutions to the main market segments: consumer 

vehicles, light commercial vehicles (LCV’s) and heavy-goods vehicles (HGV’s). 
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These three segments are relatively different form each other in terms of 

commercial requirements and, when applicable, legal ones.  

The companies that have addressed the private vehicles segments have developed 

from the beginning solutions around safety, anti-theft and PAYD insurance with 

insurance fees linked to driver’s profile and behavior. The players that have 

developed solutions around light commercial vehicles have focused on vehicle and 

fleet management such as, for instance, real time fleet deployment and 

management, driving style of the different drivers, down time of the fleet and 

vertical market specific solutions (e.g. logistics, constructions, utilities).  

 

In the HGV segment, the market has been mainly driven at the beginning by 

legislation with the need for drivers and fleet managers to be able to report on 

routes, timing and average speed. With these legislation-imposed needs, the 

OEM’s (Original Equipment Manufacturers) have over time embedded their own 

telematics solution in their trucks at the design level, e.g. FleetBoard/Daimler-

Mercedes, Dynafleet/Volvo Trucks-Renault, Infotronics/VW-Scania-MAN.  

 

Because of the way it has developed over time, the telematics market for consumer 

vehicles and LCV’s today features two major characteristics. Having being build by 

pure players with their own proprietary solutions, it has absolutely no common 

standard that can be used to keep on making the market evolve. This has yielded a 

very fragmented market across many small companies very few of them being 

present on several geographies. Also, the OEM’s have always prevented the 

integration of third-party telematics solutions to their vehicles either at CAN bus 

(Controller Area Network) and OBD (On-Board Diagnostics), thus limiting the 

take off of such solutions.  

 

On the other hand, OEM’s have worked on their own telematics solution but have 

never managed to reach high penetration levels also because, they have never 

reached consensus among themselves on an OEM industry standard on which 

each manufacturer could build its own solutions. 
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As a result, all of the historical players have so far left the door open for some new, 

disruptive players to join this arena.  

 

 

DISRUPTION AT THE GATE 

As of today we observe new IT players (Google, Apple, Tesla, Uber, dedicated app’s 

builders) joining the race. These new players, being big in terms of IT human 

capital and investments (when also including VC’s in the picture) are fully capable 

of forcing major changes in the market.  

 

The reason why the IT world has been increasingly looking at telematics is that 

this is part (probably the biggest one) of the more general IoT (Internet of Things) 

market and that the car has remained as the only environment where people are 

not connected (if not indirectly by means of their smartphones), as opposed to 

houses, offices and other buildings.  

 

As shown in an ABI Research paper, the number of vehicles with IoT applications 

will reach 400 million in 2030 from just a few million today.  

 

To the aforementioned three categories of telematics services, there are now two 

more bound to take off in the near future: 

 

4. Vehicle - Home/Office integration  

5. Autonomous/semi-autonomous/driverless vehicles 

 

The integration of the vehicles with the other physical environments is just the 

extension to cars and other vehicles of all the services such as home automation 

that have been currently being deployed as part of the IoT. For instance, on-board 

telematics services might include the possibility for remote home temperature 

control while on the move. On top of this, other driving-related services will be 

increasingly included such as parking search apps or any other app related to 

“smart cities” projects.  
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As for autonomous or driverless vehicles, it is now more a matter of “when” rather 

than “if” they will hit the road. Apart from the 2030/2040 horizon time to see the 

full driverless vehicle project coming to life, there is a shorter time horizon over 

which the new IT players will strongly impact the existing telematics ecosystem. 

In fact, if the different telematics pure players have never managed to push a 

common standard within the industry given their relatively small size with respect 

to the OEM’s, companies such as Google and Apple can push not only OEM’s but 

also other relevant players (e.g. telecom operators) to make decisions very rapidly 

in one way or another, such as the adoption of one or a few common standards. 

Both Google and Apple have launched over the last 12-18 months their own 

standards, CarPlay and Android Auto, so that the car display can be linked to their 

relevant phones.  Such standards have been adopted by OEM’s with the need to 

increase the commercial appeal of their vehicles. However, at the same time, 

OEM’s are concerned that over time these two interfaces might be become the 

standards over which all of the other vehicle data will be integrated leaving iOS 

and Android as the de facto industry standards in the same fashion as it has 

happened for mobile phones.  

Thus, OEM’s have introduced and promoted other open standards trying to create 

additional environments in which to develop car-related solutions. For instance, 

Ford has introduced an open-source standard, SmartDeviceLink (SDL), on which 

the different manufacturers could develop their app’s. At CES 2016, Toyota 

announced that it would use SDL as an interface on its vehicles instead of CarPlay 

and Android Auto. However, Ford announced that all of the three standards 

would be available on their vehicles.  

 

At this point in time, all of the relevant players have been taking positions in the 

race to create the ecosystem in which vehicle-related app’s will be developed and 

commercialized.  
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IMPLICATIONS FOR OEM’S 

OEM’s are already being confronted with a whole set of business challenges to 

their historical, core business, e.g. car sharing vs. ownership, increasingly 

challenging environment-related regulatory constraints, new types of engines. 

However, it is imperative they take a position in this up and coming market for 

autonomous vehicles as this is a major disruptive force in their business, though 

not necessarily in the very near future.  

As far as telematics is concerned, they should try to establish an industry-wide 

common standard to avoid seeing Apple, Google and other IT players benefit from 

the services that will be increasingly embedded in the vehicles. Hitherto they have 

never been pushed to agree on common moves across the industry because of the 

limited challenge that the telematics pure players represented to them. Faced with 

competition from deep-pocketed IT players they might converge more easily 

toward common actions. As an example, archrivals BMW, Audi and Mercedes 

agreed to buy the mapping division of Nokia, HERE, to be sure they would be able 

in the future to have access to the mapping software, the key element of the apps 

of the connected vehicles, without relying on any of the IT giants.  

However, developing the connected car independently of the IT players would 

require financial and human resources efforts that would be practically prohibitive 

for an industry that is being already very challenged on its core business of 

designing, manufacturing and selling cars. Cash available to Google/Alphabet is 

greater than the sum of that available to GM, Ford and FCA put together.  

However, should they go this avenue by themselves, if successful, the effort will 

translate into better margins from telematics services.  

Going solo, OEM’s should pay careful attention to the implications in terms of 

human resources and company culture because of the very big differences 

between a legacy culture based on manufacturing excellence vs. an IT services 

(especially Saas) culture centered on constant innovation and continual software 

releases. In this respect, they should learn from the fact that the main telematics 

services already available today such as PAYD for instance, have not come from 

their own internal innovation but rather from external 3rd parties such as 
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telematics pure players in conjunction with insurance companies or telecom 

providers.  

A major advantage for OEM’s is that, through vehicles’ OBD and CAN Bus, they 

have full control of key data coming from the various ECU’s (Electronics Control 

Units) to build relevant apps for semiautonomous and autonomous vehicles, thus 

enjoying good bargaining power in negotiations with players from other sectors. 

This combines with their natural strength of being able to design and build 

vehicles in large volumes which is something that any player in the IT business 

would struggle with.       

 

 

IMPLICATIONS FOR IT COMPANIES 

The big IT players have been joining the automotive sector with the long-term 

objective to create autonomous vehicles. In a shorter timeframe, this will involve 

connectivity and access to the only environment that has been left almost 

unconnected so far. Through passengers’ mobile devices, Apple and Google, along 

with all apps providers, already have access to people while they are in a vehicle. 

However, to develop real telematics apps they will have to gain access to vehicles 

data, e.g. speed, acceleration, engine status, heading.  

A natural cooperation between IT players and OEM’s would thus seem a win-win 

situation. Where exactly to place the cursor between the parties to make a deal is 

the key point of the negotiation. Having already created the standards and the 

ecosystems for the wireless/mobile environment, companies such as Google and 

Apple would push in such a way that such ecosystems be extended to the 

automotive sector so that there will be seamless continuity across the different 

consumer environments. In doing so, telematics-related apps development would 

benefit from the huge existing pool of app developers for iOS and Android.   

However, companies well established in the apps world might also convert their 

own apps into other standards. For instance, Spotify has created its interface for 

automotive usage for the SDL system on top of CarPlay and Android Auto.       
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Also, OEM’s should not ignore that every mobile phone now includes the key 

elements of telematics applications (GPS, accelerometers, gyros and SIM card) that 

can be already exploited to create telematics applications.  

This is the case of Zendrive, an app that, making use of the phone sensors, offers a 

suite of telematics services ranging from position monitoring, to accident 

detection and drive style measurement. Being phone-based, it comes natively in 

iOS and Android ecosystems. A similar approach is the one by Cambridge Mobile 

Telematics.  

This type of phone-based apps will also be increasingly important in a world of 

“uberization” of driving where end users will be able to compare the different 

drivers based on objective, measureable data rather than subjective 

recommendations by other users. In this respect, a simple, phone-based app would 

be able to become the industry standard as opposed to any legacy telematics 

solution based on proprietary H/W and S/W.  

 

 

IMPLICATIONS FOR TELEMATICS PURE PLAYERS 

Even though the pure players have been the historical companies behind the 

development of the market the way it is today from PAYD to fleet management 

and driving style measurement, they face today a potential, major change in their 

business model and they should review their strategic options to maintain and 

expand their market clout. 

Having their own proprietary H/W and S/W platforms to maintain and expand, 

they have an increasingly hard task to perform when compared with the big 

scalability of possible new applications developed by IT giants entering the market 

(especially if allied with OEM’s). 

It is not by chance that a wave of consolidation in the business has recently started 

with interest coming also from private equity funds. Serving more customers from 

the same platform offers a clear advantage in terms of development and 

maintenance costs once two or more companies have come together.   

However, M&A activities may not be enough for these players to maintain their 

spot once yet-to-be-defined alliances between IT players and OEM’s will push 
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their new telematics apps. Once new apps will be developed within iOS and 

Android ecosystems, they will be available to a huge number of users thus making 

development costs very marginal with respect to proprietary solutions.  

 

On top of this economy of scale effect, there will be an additional important, if not 

even more important, network economy, big-data effect. This is linked to the vast 

quantity of data generated by connected vehicles to provide real-time info on 

traffic, fuel consumption, positioning, roadblocks due to maintenance, vehicle 

type of usage, driving style, selected routes and a lot more. Once elaborated in a 

“big-data” fashion this information is very valuable in business terms. Fleet 

managers can optimize logistics in real time based on road status. Maps can be 

updated in real time with decreasing needs of updating campaigns. New cars can 

be developed having in mind when during the day and week, where, with what 

driving style, on what type of roads, for how long they are driven. A real time 

mapping of emissions can be created.  

This data is very relevant and valuable to a lot of businesses, may they be public 

administrations, OEM’s, logistics companies and others. As an example, Google in 

2013 bought Waze, an app based on spontaneous contribution of traffic data by its 

users.  

It goes without saying that the more vehicles make use of the app, the more data 

will be collected and hence the more valuable the app will be, thus creating a 

network effect that will be more difficult to replicate for smaller players with 

lower vehicle density on the roads.  

Moreover, pure players’ historical partners such as insurance companies for PAYD 

applications will be joining the new bigger scale platforms to get lower cost of 

services, access to more, and thus, better data and eventually more connected 

customers.  

 

So, this is the time for telematics pure players to go through a deep strategy review 

of their current business to try to carve out a new positioning in a quickly evolving 

market. In doing so, they should focus more on S/W solutions anticipating the 
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future environments to come rather than keeping on developing their own 

proprietary H/W solutions.      

 

 

IMPLICATIONS FOR TELECOM OPERATORS 

Telecom operators could also play a role in this new market if they react fast and 

pursue a dedicated strategy.  

Leveraging their key contribution to the delivery chain of the services, telcos could 

set up partnerships with OEM’s and/or IT companies to embed connectivity at the 

design level and playing an active role in the standardization debate.  

In parallel, they might develop their own apps by themselves or with third parties 

such as telematics pure players in this new telematics 2.0 environment.  

Some telecom operators have taken already position in the telematics market. This 

is the case of Vodafone with the acquisition of Cobra Telematics in 2014, of 

Orange with the acquisition of Ocean or of Verizon with the acquisition of 

Hughes Telematics.  

On a different path, AT&T has developed its own AT&T Drive solutions with other 

partners.  

 

 

IMPLICATIONS FOR REGULATORY BODIES 
The role of regulatory bodies, governments at national or EU level will be 

important as well as a factor in shaping this fast moving market at the crossroads 

of different industries. 

The transition of telematics from a relatively niche market shaped by pioneering 

pure players toward becoming a hefty share of the IoT industry will involve, 

among other things, a big debate on the relevant regulatory framework. Without 

really discussing the more or less liberal role of regulatory bodies and 

governments, it is very important to stress that standards across big, different 

sectors, namely automotive internet/IT, telecom, insurance will come up through 
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a combination of negotiations among industry players and debates with public 

entities. 

This is also in light of critical and completely new legal and hence legislative 

matters that have to be addressed such as legal liabilities in case of accidents or of 

software hacking leading to accidents.  

Also, regulatory bodies and governments play a role as well in setting the pace of 

the development of the different services by allowing (or not) certain procedures 

such as, for instance, test driving of autonomous vehicles on standard roads.        

 

 

CONCLUSIONS 

The telematics market, the way it has historically developed through the 

commercialization of proprietary solutions by pure players, is undergoing major 

disruptions.  

As one of the biggest areas of the IoT, telematics has been experiencing strong 

interest by new players to the market leading to structural changes in the form of 

expected strong acceleration of penetration over the next years, scale and volumes, 

relevance in the world of “big-data”, much bigger players on top of the historical 

ones, market entry of new, software-only players, definition of new standards on 

which to build relevant app’s, major regulatory framework to set up by relevant 

bodies.  

The big IT players will carve out their market positions through alliances with 

OEM’s. Such alliances, yet to be fully defined, would be a natural combination 

between two complementary categories of players. On the one hand, IT 

companies can bring the software development skills to quickly release and update 

app’s in a fast moving environment where concepts such as MVP’s and agile 

development are key, while on the other hand, OEM’s bring the ability to design, 

engineer and manufacture vehicles in big scale. The important part of the 

negotiations between these two parties will be on how to strike an alliance, the 
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major risk for OEM’s being of becoming commoditized as pure hardware 

providers in the same fashion as mobile telephone and computer manufactures 

have been experiencing in the IT world where they do not manage to tap into the 

vast majority of margins coming from digital advertising and app’s.     

Another set of companies that, if executing well, will be able to prosper in this 

changing environment is the one that has created phone-based app’s independent 

of data coming directly from the vehicle. By doing so they can scale much faster 

than the traditional pure players so that they might count on solid installed bases 

in a relatively short time, this being a major asset independently of what type of 

exit and timeframe they envision.  

The historical pure players with their own hardware + software, proprietary 

solutions should quickly assess their current position leveraging the deep 

knowledge of the market accrued over the years and their existing installed bases.  

The environment has been changing fast and they have to find ways to move from 

the legacy business model to a new one.    

 


